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DECIS ION NO.

ORDER

70185

Open Mee ting
February 12 and 13, 2008
P hoe nix, Arizona15

16

17 FINDINGS  OF FACT

18 1. Arizona  Public Se rvice  Compa ny ("APS") is  ce rtifica te d to provide  e le ctric se rvice

19 as  a  public se rvice  corpora tion in the  S ta te  of Arizona .

20 2. De cis ion No. 69663 orde re d AP S , within 30 da ys  a fte r the  e ffe ctive  da te  of the

21 Decis ion, to file  for Commiss ion approva l a  revised Line  Extens ion Ta riff tha t e limina te s  any free

22 foota ge  or fre e  e quipme nt a llowa nce , a nd re move  a ny re quire me nt for a ny e conomic fe a s ibility

23 ana lys is  in its  line  extens ion policy.

24 3. On J uly 27 , 2007, AP S  file d  in  Docke t Contro l the  re vis e d  S che dule  3 . On

25 October 24, 2007, APS filed an amended vers ion of its  proposed Schedule  3 ta riff, which replaced

26 the  Company's  July 27, 2007 filing.

27 4. The  curre nt S che dule  3 gra nts  e quipme nt a llowa nce s  a nd/or e conomic fe a s ibility

28 For e xa mple , the re  is  a  $5 ,000  e quipme nt a llowa nce  for s ing le  fa mily home s .

BY THE COMMIS S ION:
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5

Elimina tion of the  fre e  a llowa nce  a nd e conomic fe a s ibility a na lys e s  is  in a ccorda nce  with the

2 wa ive rs  of Arizona  Adminis tra tive  Code  R14-2-207(C.l and C.2) granted by Decis ion No. 69663 .

S ta ff is  in a gre e me nt with the  propos e d ta riff file d by AP S  on Octobe r 24, 2007,

4 which re move s  a ll fre e  foota ge  a nd fre e  e quipme nt a llowa nce  for a ll cla s se s  of cus tome rs , a nd

e limina te s  e conomic fe a s ibility a na lys is  in  a ll line  e xte ns ion ca s e s . Howe ve r, S ta ff ta ke s

e xce ption to wha t is  s ta te d in the  se cond pa ra gra ph of Sche dule  3, "...AIl pa yme nts  re ce ive d for

new or upgraded se rvice  under provis ions  of this  schedule  sha ll be  non-re fUndable  and trea ted as

6

7

8

1 1

1 5

2 1

25

Other Electric Revenue

6 S ta ff be lieves tha t discussion of the  accounting trea tment of payments  should not be

10 include d in the  ta riff. a nd, the re fore , the  se nte nce  should be  de le te d from the  ta riff Furthe rmore ,

S ta ff dis a gre e s  with AP S ' conte ntion tha t the se  pa yme nts  should be  tre a te d a s  re ve nue s . S ta ff

12 be lieves  tha t these  payments  should continue  to be  trea ted as  Contributions  in Aid of Construction

13 ("CIAC") until the  Commiss ion orde rs  othe rwise .

S ta ff has  recommended approva l of the  amended Schedule  3 ta riff tiled by APS on

October 24, 2007, with the  above  noted exception.

Along with its  proposa l for the  ne w Sche dule  3, APS  a lso submitte d the  tra ns ition

17 pla n de s cribing how this  ne w S che dule  3 would be  imple me nte d. AP S  propos e d tha t a ll thos e

18 a pplica nts  who ha ve  e xe cute d line  e xte ns ion a gre e me nts  a s  of the  e ffe ctive  da te  of this  Orde r

19 would be  "gra ndfa the re d" into the  Sche dule  3 in e ffe ct a t the  time  the  a gre e me nt wa s  e xe cute d.

20 Sta ff agrees  with APS ' proposa l.

9 AP S  p ro vid e d  two  o p tio n s  th a t wo u ld  a llo w fo r a d d itio n a l g ra n d fa th e rin g .

22 Applica nts  tha t ha ve  not e xe cute d a  line  e xte ns ion a gre e me nt could be  "gra ndfa the re d" if the y

23 me e t both of the  following conditions : (1) s uch a pplica nt ha s  re ce ive d from AP S , within s ix

24 months  prior to the  e ffective  da te  of this  Orde r, a  written e s tima te  of the  cos ts  to the  applicant for

extending se rvice , and (2) tha t same  applicant executes  a  written line  extens ion agreement within

12 months  of the  e ffe ctive  da te  of this  Orde r. A va ria nt on this  option would ha ve  the  12 months

27 run from the  da te  the  writte n e s tima te  is  re ce ive d by the  a pplica nt, which would give  e a ch

26
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potentia l applicant the  same amount of time  a fte r having rece ived an es timate  from APS to execute

a  line  extension agreement. S ta ff recommends the  Commission approve  the  firs t a lte rna tive .

The  Hopi Tribe  ha s  brought it to the  Commis s ion's  a tte ntion tha t the  ne w Line

4 Exte ns ion S che dule  3 will ha ve  a  de trime nta l e ffe ct on the  e le ctrifica tion of the  re s e rva tion.

3 10.

5 Be ca use  of the  spe cia l circums ta nce s  a nd the  re mote  na ture  of Na tive  Ame rica n te nitorie s , it is

a ppropria te  to a dditiona lly 'gra ndfa the r' re s ide ntia l cus tome rs  on Na tive  Ame rica n re se rva tions6

7 se rved by APS into the  Schedule  3 in e ffect prior to July 1, 2007.

11 .8 Staff has  further recommended tha t within 15 days  of the  e ffective  da te  of the  order

9

10

in this  ma tte r, APS  tile  with Docke t Control, a s  a  compliance  ma tte r in this  docke t, amended ta riff

pages  tha t a re  consis tent with the  Decis ion in this  matte r.

1 1 12.

1 2

1 3

1 4

On Nove mbe r 28, 2007, Commis s ione r Ma ye s  s e nt a  le tte r to the  P a rtie s  in this

docke t in which s he  a s ke d the  P a rtie s  to tile  a  compre he ns ive  a na lys is  of AP S ' propos a l for

tre a ting the  S che dule  3 proce e ds  a s  re ve nue , ra the r tha n CIAC. In tha t conte xt, Commiss ione r

Mayes  a sked tha t the  ana lyses  address  a  number of specific ques tions  conce rning the  short-te rm

and long-te rm advantages  and disadvantages  of these  two diffe rent accounting trea tments  for both

16 APS and its  customers.

1 5

1 7 13.

1 8

1 9

20

On De ce mbe r 6, 2007, the  Re s ide ntia l Utility Consume r Office  ("RUCO") file d its

re sponse  to Commiss ione r Mayes ' November 28, 2007, le tte r. In it, RUCO s ta ted tha t it is  unable

to conclude  if it would be  appropria te  to tre a t the  Schedule  3 funds  a s  CIAC or revenue  because

the re  a re  too fe w da ta  to pe rmit a  s ufficie nt e xa mina tion of the  que s tion. RUCO furthe r s ta te d

2 1 tha t,  if the  Commis s ion  we re  to  pe rmit AP S  to  tre a t the  S che du le  3  fids  a s  re ve nue , the

23

22 Commis s ion s hould re quire  AP S  to re -file  its  othe r ta riffs  to provide  a  corre s ponding re ve nue

decrease  to be  consistent with the  revenue requirement established in Decision No. 69663 .

On De ce mbe r 10, 2007, Commiss ione r P ie rce  file d a  le tte r in this  docke t in which24 14.

25 he  concurre d with Commis s ione r Ma ye s ' re que s t for a n a na lys is  of AP S ' propos a l. He  furthe r

sugges ted tha t the  Pa rtie s  cons ide r a lte rna tive  trea tments  of the  Schedule  3 funds , including one

27 tha t would trea t the  proceeds  a s  revenue  but a ttribute  a  ze ro or nea r-ze ro cos t-of-capita l to those

26

28 revenues .
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15. Als o on De ce mbe r 10, 2007, Commis s ione r Ma ye s  tile d a nothe r le tte r in  th is

docke t in which she  acknowledge  Commiss ione r P ie rce 's  and RUCO's  filings  and concluded tha t

the  Commis s ion s hould conduct a n e vide ntia ry he a ring to prope rly s crutinize  a ll of the  is s ue s

re la ting to the  trea tment of the  Schedule  3 funds.

16. On December 20, 2007, APS filed an extens ive  re sponse  to Commiss ione r Mayes '

6 November 28, 2007, le tte r. In it, APS re ite ra ted its  a rguments  in support of trea ting the  Schedule  3

funds  a s  revenue . APS indica ted its  openness  to discuss ing the  issues  in a  hea ring in connection

with  the  Compa ny's  complia nce  filing , but a ls o  s ta te d  AP S ' pos ition  tha t a  fu ll tra d itiona l,

7

8

9 evidentia ry hearing is  not necessary.

10 17. On J a nua ry 29, 2008, S ta ff tile d its  re port in re s pons e  to Commis s ione r Ma ye s '

11 November 28, 2007, le tte r. At the  conclus ion of its  ana lys is , S ta ff ma inta ined its  recommenda tion

12 tha t the  Commiss ion should re quire  APS  to re cord the  Sche dule  3 fe e s  a s  CIAC. Howe ve r, S ta ff

13 furthe r recommended tha t, if the  Commiss ion were  to direct APS to record the  Schedule  3 fees  as

20

21

22

23

14 revenue , the  Commiss ion should concurrently e ithe r orde r APS to de fe r such fees  for crediting to

15 ra te pa ye rs , or orde r AP S  to re duce  non-fue l ba s e  ra te s  by the  a mount of fe e s  e xpe cte d to be

16 annually collected because of the  Schedule  3 change.

17 18. Having reviewed the  parties ' ana lyses , we  find tha t they provide  ample  bas is  for our

18 conclusion that Schedule  3 fees paid to APS are  CIAC and must be  recorded as such.

19 CGNCLUS IONS  OF LAW

AP S  is  a n Arizona  public s e rvice  corpora tion within the  me a ning of Article  XV,

Section 2, of the  Arizona  Cons titution.

2. The  Commis s ion ha s  juris diction ove r AP S  a nd ove r the  s ubj e t ma tte r of the

a pplica tion

24

25

26

27

28

3 The  Commis s ion, ha ving re vie we d the  a pplica tion, S ta ffs  Me mora nda  da te d

No ve mb e r 2  a n d  1 5 ,  2 0 0 7 ,  RUCO 's  filin g  d a te d  De c e mb e r 6 ,  2 0 0 7 ,  AP S ' filin g  d a te d

December 20, 2007, and S ta ff's  filing da ted January 29, 2008, concludes  tha t the  Schedule  3 ta riff

file d on Octobe r 24, 2007, a s  a me nde d a ccording to S ta ff's  re comme nda tion in Finding of Fa ct

No. 6, complie s  with Decis ion No. 69663 and is  in the  public inte re s t

1 .
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The the  a pp lica tion  a nd  S ta ff' s  Adde ndum

2 Memorandum da ted November 15, 2007, concludes  tha t APS' Transition Plan as  recommended by

1 Commis s ion , ha ving  re vie we d

3 S ta ff in Finding of Fa ct No. 9 is  in the  public  inte re s t.

4 ORDER

5 IT IS  THEREFORE ORDERED tha t Arizona  P ublic S e rvice  Compa ny s ha ll re cord a ll

6 S che dule  3 fe e s  a s  Contributions  in Aid of Cons truction.

7

9

10

IT IS  FURTHER ORDERED tha t the  AP S  S che dule  3 ta riff file d on Octobe r 24, 2007, is

8 hereby approved, with the  modifica tions  recommended in Finding of Fact No. 6.

IT IS  FURTHER ORDERED and tha t APS adopt the  trans ition plan recommended by S ta ff

as  described in Finding of Fact Nos. 9 and 10.

11

12

13

14

1 5

16
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18

19

20

2 1
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26

27

28
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IN WITNES S  WHEREOF, I DEAN s . MILLER, In te rim
Executive  Director of the  Arizona  Corpora tion Commiss ion,
have  he reunto, se t my hand and caused the  officia l sea l of
this  Commiss ion to be  a ffixe d a t the  Ca pitol, in the  City of
Phoenix, this a y of V 4 4 , 2008.

I

4 %
DE ILLER
Inte rim Executive  Director

DIS S ENT:

DIS S ENT:

EGJ:PKB:Ihm\JFW
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